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2014 in hundreds of gallons to the near-
est hundred gallons. 

(e) You need not report the quality of 
geothermal resources, including by-
products, to ONRR. However, you must 
maintain quality measurements for 
audit purposes. Quality measurements 
include, but are not limited to: 

(1) Temperatures and chemical anal-
yses for fluid geothermal resources; 
and 

(2) Chemical analyses, weight per-
cent, or other purity measurements for 
byproducts. 

[72 FR 24458, May 2, 2007] 

Subpart I—OCS Sulfur [Reserved] 

Subpart J—Gas Production From 
Indian Leases 

SOURCE: 64 FR 43514, Aug. 10, 1999, unless 
otherwise noted. 

§ 1202.550 How do I determine the roy-
alty due on gas production? 

If you produce gas from an Indian 
lease subject to this subpart, you must 
determine and pay royalties on gas 
production as specified in this section. 

(a) Royalty rate. You must calculate 
your royalty using the royalty rate in 
the lease. 

(b) Payment in value or in kind. You 
must pay royalty in value unless: 

(1) The Tribal lessor requires pay-
ment in kind; or 

(2) You have a lease on allotted lands 
and ONRR requires payment in kind. 

(c) Royalty calculation. You must use 
the following calculations to determine 
royalty due on the production from or 
attributable to your lease. 

(1) When paid in value, the royalty 
due is the unit value of production for 
royalty purposes, determined under 30 
CFR part 1206, multiplied by the vol-
ume of production multiplied by the 
royalty rate in the lease. 

(2) When paid in kind, the royalty 
due is the volume of production multi-
plied by the royalty rate. 

(d) Reduced royalty rate. The Indian 
lessor and the Secretary may approve a 
request for a royalty rate reduction. In 
your request you must demonstrate 
economic hardship. 

(e) Reporting and paying. You must 
report and pay royalties as provided in 
part 1218 of this title. 

§ 1202.551 How do I determine the vol-
ume of production for which I must 
pay royalty if my lease is not in an 
approved Federal unit or 
communitization agreement (AFA)? 

(a) You are liable for royalty on your 
entitled share of gas production from 
your Indian lease, except as provided in 
§§ 1202.555, 1202.556, and 1202.557. 

(b) You and all other persons paying 
royalties on the lease must report and 
pay royalties based on your takes. If 
another person takes some of your en-
titled share but does not pay the royal-
ties owed, you are liable for those roy-
alties. 

(c) You and all other persons paying 
royalties on the lease may ask ONRR 
for permission to report and pay royal-
ties based on your entitlements. In 
that event, ONRR will provide valu-
ation instructions consistent with this 
part and part 1206 of this title. 

§ 1202.552 How do I determine how 
much royalty I must pay if my lease 
is in an approved Federal unit or 
communitization agreement (AFA)? 

You must pay royalties each month 
on production allocated to your lease 
under the terms of an AFA. To deter-
mine the volume and the value of your 
production, you must follow these 
three steps: 

(a) You must determine the volume 
of your entitled share of production al-
located to your lease under the terms 
of an AFA. This may include produc-
tion from more than one AFA. 

(b) You must value the production 
you take using 30 CFR part 1206. If you 
take more than your entitled share of 
production, see § 1202.553 for informa-
tion on how to value this production. If 
you take less than your entitled share 
of production, see § 1202.554 for informa-
tion on how to value production you 
are entitled to but do not take. 

§ 1202.553 How do I value my produc-
tion if I take more than my entitled 
share? 

If you take more than your entitled 
share of production from a lease in an 
AFA for any month, you must deter-
mine the weighted-average value of all 
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